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Since the reform and opening-up policy in 1978, China has made a remarkable 
achievement in the establishment of the social security system, so-called Chinese 
model of ‘social pooling plus individual investment’. However, the collection of the 
public funding is always a challenge to the revenue of the government. In 
agglomeration, it might result in serious financial deficit, which would jeopardize 
people’s wellbeing in the long term – in this sense, it would have a negative effect on 
the harmony of the whole society. Coping with that problem, this paper introduces a 
new approach – the ‘social security taxation’. 
More specifically, this paper first reviews the theory and related practices in 
western countries with respect to the taxation for social security schemes. Then, in 
empirical part, a case study in Shantou city of Guangdong province is employed to 
analyze the existing model of ‘social pooling plus individual investment’. The major 
finding is that, low-income residents have disadvantages to participate in the social 
security scheme, especially in less-developed areas where the public funding is unable 
to provide abundant subsidies. The uneven economic development among regions, 
and the difference in the socio-economic status of individuals lead to the necessity of 
the ‘social security taxation’. And this paper further analyzes the feasibility of this 
taxation, from institutional-, social-, economic- and management perspectives. At the 
end, this paper poses a more detailed framework of the taxation, including a number 
of components: the contributor, the rule of tax-calculation, the rule of 
benefit-distribution, and related legal issues. 
In an ideal situation, the ‘social security taxation’ could provide stable income to 
the funds of social security schemes, which could also relieve the financial tension of 
the revenue of the government. Besides, this research provides the relevance to the 
legitimation for the reform of social security system. 
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